16A.8 Oper ating assistance program.

1. The authority shall establish and develop an operating assistance program to facilitate the availability of
affordable operating capital to as many farmers and small businesses as possible by providing grants to
lending institutions as provided in this section.

2. Lending ingtitutions shall make available to borrowers a lender-borrower eligibility application form
prepared by the authority for the operating assistance program. Application to the authority for assistance
under this section shall be executed jointly by the lending institution and the borrower upon an approved
form.

3. The authority shall provide in the operating assistance program that the grant will be provided in
conjunction with a borrower's operating loan only if the following criteria are satisfied as evidenced on a
lender-borrower eligibility application:

a. The borrower is aresident of the state.

b. The farming operation or small business for which the borrower seeks the operating assistance is located in
the state.

c. The operating loan, if anew loan, will be used, and if an existing loan, was used by the borrower for the
reasonably necessary expenses and cash flow requirements of farming or of the operation of a small business.

d. The borrower has made full disclosure of the borrower's finances to the lending institution.

e. Requirements prescribed by the authority by rule, which may include but are not limited to participation in
federal crop insurance programs, where available, a consideration of the borrower's agreement to maintain
farm management techniques and standards established by the authority, participation in federal farm
programs, where applicable, and the maximized use of available |oan guarantees including small business
administration programs, where applicable.

4. The authority shall provide in the operating assistance program that the authority may, upon approval by
the board of an application, enter into an agreement with the lending institution in which the lending
institution shall agree to reduce for one year the interest rate on the borrower's operating loan, whether the
loan isanew loan or is an existing and unpaid loan, to arate at least five percent below the base rate, which
is the maximum lawful rate of interest as determined by the superintendent of banking pursuant to section
535.2 for the calendar month in which the application was approved by the authority. However, the authority
may lower the base rate if necessary to accommodate regional financial conditions. The authority shall agree
to give to each lending institution which has agreed with the authority to the interest reduction a grant in the
amount, as determined by the authority, necessary to reimburse the lending institution for the reduction of the
interest rate on the borrower's operating loan by two percent for the term of the loan or for one year,
whichever isless. The grant shall be paid to the lending institution within sixty days after the date the
application is approved.

5. The authority shall require each lending ingtitution to which the authority has approved an application for a
grant on an operating loan to submit to the authority evidence satisfactory to the authority of areduction in
the interest rate as required by an agreement pursuant to subsection 4, and in that connection, the board
members, employees or agents of the authority may inspect the books and records of a lending institution.

6. Compliance by alending ingtitution with the terms of an agreement with the authority pursuant to
subsection 4 may be enforced by decree of adistrict court of this state. The authority may require, asa
condition of a payment to a national banking association or afederally chartered savings and |oan association
or savings bank on an operating loan, the consent of the association to the jurisdiction of courts of this state



over an enforcement proceeding. The authority may also require, as a condition for approval of an application
for agrant to alending institution on an operating loan, that the lending institution agree to the payment of
penalties to the authority for violation by the lending institution of its agreement with the authority pursuant
to subsection 4, and the penalties are recoverable at the suit of the authority.

7. If alending institution refuses a borrower's request to apply for an operating assistance grant under this
section, the borrower may provide the authority with awritten statement regarding the lending institution's
refusal. A borrower who has provided the authority with awritten statement may be provided with an
opportunity for a hearing on the refusal before the board or persons designated by the authority. The
procedure established in this subsection is not a contested case under chapter 17A.

8. Funds allocated by the authority for the operating assi stance program which have not been committed for
grants for interest rate reduction on operating loans by the end of the fiscal year, may be used for other
economic assistance programs, as provided by the authority by rule, for farming or small businesses.
However, applications for grants for interest rate reduction on operating loans made after the close of the
fiscal year are given first priority in the use of the uncommitted funds.
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